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Iniia's £ersl Induntry

Indien rtoel industry is composed of 5ix large
and several small vlants vhich produced over 6
<. s c¢f ;2 incots in FY 19731/ (sce Table
% of India's stecl consumption,
atien. Stcel is the country
largess carital invostr in industry and second only to
cotton textiles in it :»ibution to GNP.

2. nhlthough India nas had a modern stcel industry for
more¢ than half a century, raior steps to increase stcel output
vere not tsien until the mid-1950's. At that time, the
qountry's o large private sector mills, Tata Iron and Stecl
Co. (TISCC) and Indian Iron and Steel Co. (IISCO).. were
permitted to expand and construction begqp on three public
scctor nills at Bhilai, Durcapur, and Rourkela, with Soviet,
British, and West German aid, reépectively. During the 1960's
the capacity of the public sector plants was expande& and
constrbcticﬁ was'begun on a fourth public sector mill at
Bokaro wxuh Soviet as uxstance. ‘The Bokaro plant began |
oparation in carly 1974 raising total stcgi capacity from 9.3

anllon tons to 11,0 million toas and raising the public’

cctor con*xx:utlon Cyomn 665% to 70% (sce Table 2).

17 Fiscal year begins 1 april ef stated year.
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(1.0, lnbor prchlems and the

o porsit aafficiont imports of stecl-

govertient'n Talliure

pahineG cgedniens o ot she ranid rise dn domestic denand
have dGisrupted the induntyy and resulted in domestic stoeel
chortaces. Stlel cutnut s laccod considaerably 1ehind
coupr ety Noruite a larce increane in capacity, steel

preduction in Py 1973 was @6 below the peak I'Y 126€ level.

juction, WOGT panagsnent and maintenance, and
at the IISCO facility lcd to a

goverament tarcover of its managenent in July 1972. Two of

the country's three crerating public stoel plants, hovwcver,

cperated at similar crder-capacily levels for the last few

years. i
4. "o casc the acute dorostic steel shortagc. the

governrent bzgan restricting exrorts and_libcralizinq import:s

of stcel in 1270. steel exports, which had increased from

atout 1 rillien tens in FY 1966 to a pecak of 2.3 mi)lion tons

 in FY 196¢, ceclined in FY 1271 to 591,000 tons, primarily

iyon and ferro alloys (sce Table 3). Steel imports, on the

other hand, tripled'bctwcen FY 1965 and FY 1971 vhen they
‘rQﬂCheﬁ 1.3 rmillion tons. In Fy 1972 Japan supplied 34¢ of
indian steel impofts}'thc UK 22%, aﬁd West Germany 1lli.
Ixports in thcﬂﬁamc year Went‘lhfqely to Japan and the USSR.
5, rthe efficicncy of stecel productioh.varics widcly

betyvesn nills, In FY ]§?3'IISCO and Durqnpur;opcratcd at 42"
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six years (sec Table 4). Part of the blame rests with the
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and A8 of capacity, respectively, compared to €57 at 17185C0
end B4% ot Ehidlai. The najor causices for under~-utilization

ol capacity are shortages of power and coking coal, poor
nanagement., poor maintenance practices, transport bott]énccks,
mad Jabor d:unutcu. As a result, man-hours uscd to preduce

a ton of steeld as burgapur and 1IsCO Are double that for
ISE‘.i.:lai and TISCO.

6. India has adequate resdrvcs of all basic raw
raterials used in the stcel industry -- coal, iron ore,
limestone and manganesc. Nonetheless, the coking coal
iﬁéustry, nationalized in October 1971, has failed to main-
tain regular supplies to the steel mills. Cbking coal

production was lower in FY 1972 than in any of the previous

railroad's failure to provide enbugh railcars., Earlier this

TN

year, steel mills vere forced tc curtail production to 20%

to 40% of caoac1ty for scveral weels because of coal shortages

,at.cd by a rail strike. But even vhen transport was availablc,

~ coal suppllcs have been disrupted by managerial and labor

problems at the mines. The opcninq of the Bokaro stecl mill
in carly 1974 put an extra demand on coal supplies causing

all rills to opqratefwith ninimum coking coal stocks. Shortages ~

of n6n~coking coal have also affected steel output by causing

periodic shutdovns of pOVnr plants,
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cf 12.€ millicn t::s could e rmet, India would
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Bl Tl iesrios ant wdill onrobakly be deloaved,  Thus, capacitly
of the oiw toder plines will vige frem 8.9 million torns in

'Y 1973 o no rore then 1.6 million tons in FY 1978, at leoast

acity, the six major millas
cauld pyoduss no more thin 2 million tons of stccl dngets in

- -

FY 1278, «hich would lezve India over 4 million tons short of
proejectcd demind. EIven if the preliminary production target
1)1 need 0.6«

millicn tons of finished steel imports in FY 1978, Other

recent event:s -- the cnercy crisis arnd sharp price increases --

necessitasad redrafiing of the Fifth-Five Year Plan, and
targeted chesl preduction ﬁay be reduced. With the sharp

increace in the ccsts of.steel imports,

‘allowinrg TISCC to expand with government equity participation.

'Fven if TISCO's expansicn plans are approved despite scarce

investrent rcsources. ary .TISCO expansion would not be

completed during the Fifth Plan.

oo' . 1.0\50" :'!
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Tadle 1

Irgot Steel Production by Manufacturer .
(thousand motric tons) :

fiindustan Stccl, Led.

203

AT

_ , 353
1962 1.199,'-'3\ ' 1,060 700
1953 1,892 © a3 1183 800
1564 1,956 1,131 ) 979

1955 1,979 : 1,31 1,865
1966 2,000 , 1,852 943
v v 1,933 ' ’ 1,785 923
1988 1,316 : 1,735 1,162

1569 71,708 1,876 ' 1,104
1970 1,718 ' . 1,940 1,038
“197 1,707 1,953 823

© 19712 1,690 _ 2,108° 1,177
1973

1978 'y .- 1,800 ‘900 R 3,390 - 1,440 1,620
1. =Tiscal yeas Tegin 1 Roril of stated year.

2. ?Pzeliminazy tazgets of Fifth Five Year Plan.
3. Iaciuces 3,620,300 tons targeted production from new Bokaro plang.
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Thcot Capacity
c teons)

.1972

2,500
1,€00
1,800

100
2,000
1,000

180

100
9,280

1. Prelizinary targets for Fifth Five Year Plan,
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Table 3

India: Trade in Iren and Steel by Produces

(thousand ‘metzic tons) :
T:.-.:sn.—t:'.‘ Frior e
Semi-finiched Tool and Total Tron and . Semi-Finished Scrap
2nd Fintshed Alloy Stecls Other Inports Ferro Alleoss & Finiahed st e} Oetir
366 364 97 35 496 190 93 bib 3
1347 . 319 24 3B 538 614 560 w27 1
R L £ 19 405 871 837 . a7 )
; 1955 51 ) 6. 12 423 : 654 - 805 " az0 29
170 520 : 13 10 - 612 T 486 261 3
¥ 1,060 7 260 - 26 1,247 225 213 136 7
Y - g0 . 188 - 9 s01 . - 290 84 "53 2

L. riscal year begins I April of stated year.
2.  Niac-zonth data.
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' Iriiz: Ce-l Frofuction 1/
_ “illion Metric Tons
; Piocal ‘
vonr 2/ Cching ton-coning Total
19¢¢ . 1€.6 54,4 71.0
19¢7 16.1 55,0 72.0
1968 | 17.2 - 58,2 75.4
1969 17,6 62,4 80.0
1970 1€.3 est. 5¢.0 est. 74.3
1971 16 57.9 74.0
1872 o 16.0 63.3 72.3 |
1673 17 est. 57 est. 74 est. |
1978 3/ 32 103" 135
rezent | B : ‘ .
Regerves o 20,155 60,727 20,952
'ii incluies licnlzle,
2. TFisczl vear searts 1 April cf stated Year.
tavcet for Piith Five Year Plan.

3. Prelicminary
KOTE: Cching coal nationalized in Cctcber 1971
ard roaf-coking coqlfnaticnalizeé in January 1973.
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Table 5
India: 1Iron Ore 1/

Million Metric Tons

——

Year - Production Exports 2/
1964 21,39 10,57
1965 23.87 12,27
1966 | 126,73 13.40
1967 . 25,66 13,73

1968 D 27,96 15.75
1969 | | 29,56 16.55
1970 R 31.37 20.43
1971 | 34,26 20,28
1972 o 35,04 21.48
1973 - o .35 (est.) 21 (est.)
1978 3/ L 58 B

1.,  Includes Goa.
2. JFriscal ycar beginning 1l.April of stated year.
3. Preliminary target for Fifth Five Year Plan.
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India: Jrdex of Wholesale Prices
1961 = 100

e

Industrial
Tron & Steel . Pig Raw ~ N1
marnufactures ,Coal Iron Materials Commoditics

T

0y
.

106 .105.. 104 o8 104
108 112 107 100 ‘110
112 116 119 116 122
121 122 132 133 132
126 128 149 158 150
137 148 157 156 167
145 161 . 170 187 165
151 166 182 180 172
164 " 168 200 197 181
174 . 111 200 191 188
198 177 200 . 204 207

225 190 219 305 255

At - gt e -

&

2 L s e e Lo

Fiscal ycar begins 1 April of stated ycar,
Estimatcd. : el .
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235

o ~_'S 314 “
Productive carital

. $1,277 rillion

. L[]
n“:rz.u SATI L el ol

$1,578 rillion

173 t:eusane

112 treusang =
s worked 346 rillior ;-

Eirectl:- ervlored ran~hours 311 rmillion : :

$140 million o

. Total waces ¢ salarics benefisg

Wagés cs 2rs $21 million

$811

'7otal avoyr

$726

S woss value of outrut

$220 million

. Fuel, electricity & lubricants | $104 million ,'

materials consu=ed

$413 million
‘ $123 million
$35 million

L ther expense

Value agas

$245 million

ONVeXrs.iehi £2 ¢GLhinvs fade at J.75 Yirees per G§ (ollar
vhich n"plipn in 1965, cu Ireat exchance rate ig approxi-
“aLoly rupees por CS dollar. S
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